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Reparations and Debts 


1. OPERATION OF THE DAWES PLAN 


The publication of the report of Mr. S. Parker Gilbert, 
agent- omg of reparations payments under the Dawes 
plan, for the first nine months of the operation of the 
plan, was the occasion for extended comment and analysis 
in the monthly Bulletin of the National City Bank of 
New York. The Bulletin says that the disbursements of 
the agent-general “thus far, excepting interest payments 
on the foreign loan, have been nearly all within Germany 
and mostly in settlement of commodity shipments or ser- 
vices on reparation account, together with reimbursement 
of allied expenses and administration costs.” 

The disbursements of the agent-general for the first six 


Y@onths are given as follows: 
Gold Marks 
Deliveries 10 Kind 277,807,234.65 
Reparation Recovery Acts* .............. 132,530,060.28 
Occupation Costs (Including armies) ..... 149,184,882.95 


Service of German External Loan, 1924.. 41,576,661.60 
Administrative and Control Costs ........ 


620,689,419.42 


“Deliveries in kind,” says the agent-general, “have con- 
sisted largely of coal, coke and lignite, with their by- 
products, and of chemical fertilizers and dye-stuffs. There 
has been, however, particularly in recent months, an in- 
creasing tendency toward contracts covering a greater 
variety of goods and including more of a capital nature.” 
The Bulletin says that “the report of the agent-general 

shows that the allied countries finally have 
absorbed the lesson that Germany has no means of pay- 
ing them except in the proceeds of German labor, and 
that they must find ways of using that labor.” 

The following quotation from a recent speech by Mr. 
Rufus C. Dawes, a brother of the vice-president, who also 
had a part in the conferences leading up to the Dawes 
plan, is given as very pertinent: “If the development of 
productive capacity in Germany is sufficient to enable her 
to make the payments regularly, then it is to be presumed 
her creditors would be satisfied. If Germany does not 
develop her productive capacity to such an extent as to 

able to make these payments, then her creditors have 
ccd in advance to an extension of time or under some 


*“Reparation Recovery Acts” refers to “acts passed by Great 
Britain and France before the Dawes plan was adopted, levying 
special taxes upon imports from Germany and requiring importers 
to pay them directly to their respective governments.” 


In other 


circumstances to a reduction of the payments. 
words, the amount Germany can pay eventually is sub- 
jected to the test of experience and not to the guess of 


theorists. In the end, some of the debt may have to be 
cancelled, but bankers know there is nothing immoral in 
the act of a creditor in forgiving a debt. Good 
business sometimes requires it.” Mr. Dawes also holds 
that the principles of the Dawes plan must be applied in 
the settlement of the inter-Ally debts. 


2. Tue Frencw Desr 


Just prior to the negotiations of the French and Amer- 
ican debt funding commissions there was published a 
thorough and most important study of the French debt 
problem by the Institute of Economics,* a volume in a 
series of investigations in international economic recon- 
struction. (An earlier study, Germany's Capacity to Pay, 
was reviewed in the INFORMATION SERVICE of August 4, 
1923.) The negotiations having ended in an agreement 
for a breathing spell of five years, during which France 
will pay yearly only 1 per cent upon the principal of her 
debt to the United States, or in what has been popularly 
referred to as a “failure,” when comparison is made with 
the British and Belgian settlements, it seems fitting to 
give an extended interpretation of this study of France’s 
economic situation and her economic capacity to pay her 
foreign obligations. 

The discussion opens with extended analyses of the 
startling economic changes which have taken place in 
France during the past decade. The position of the 
French people in relation to other countries has changed 
completely. Between 1870 and 1914 the French people 
greatly increased their foreign investments. Since 1914 
there has been a great growth of foreign indebtedness. 
The net result is that the economic demands of the war 
wiped out the French people’s accumulated foreign in- 
vestments, and during the war and post-war periods they 
have accumulated crushing foreign obligations. 

The growth of the French government's debt is the 
most serious aspect of the present problem. “For many 
decades prior to the Great War the French national debt 
had been steadily increasing, and by 1913 it had reached 
a total considerably larger than that of any other nation, 
standing at 33,637 million francs—approximately 6,500 
million dollars. As a result of the financial exigencies of 
the past ten years, the French debt has assumed such 
enormous proportions that the debt problem, both internal 
and external, now overshadows every other economic con- 


* The French Debt Problem. By Harold G. Moulton and Cleona 
Lewis. New York, The Macmillan Company, 1925. $2.00. 
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sideration in France. The government’s domes- 
tic debt was nearly quadrupled during the war 
period and a foreign debt was incurred nearly 
equal in amount to the domestic debt of 1914.” 

The authors make the blunt statement that the govern- 
ment’s financial situation has been obscured by budgetary 
methods ; that even the 1925 budget, as publicly presented, 
is misleading; that known expenditures are not listed; 
and that “the net result of the whole post-war budgetary 
procedure is confusion confounded.” They point out that 
there have been constant deficits which have been con- 
cealed and contend that the years 1925 and 1926 will also 
result in deficits. 


In 1924 the expenditures of the French government 
were about 45.5 billion francs, classified under five general 
heads as follows: 


Billions of francs 
Interest on the public debt .............- 16.5 
7.6 
Physical Reconstruction 8.0 
45.5 


It will be noted that considerably over one-third of the 
expenditures went for interest on the public debt. “France 
has been made sick by overdoses of credit, and additional 
doses can not now be expected to make her well. Each 
additional loan, whether foreign or domestic, adds to the 
annual interest obligations and increases the burden to be 
borne in subsequent years. Instead of going ever more 
deeply into debt, the French government must by some 
means or other reduce the debt charges.” 


There is a way out, say the authors. It lies not in 
small scale economies or in reducing military expenditures. 
(Total disarmament would be of great assistance but this 
is not thought possible.) “A major operation is required. 
Only by means of a drastic reduction in the interest 
account can the budget be brought into balance.” Re- 
funding and a capital levy are rejected as impracticable 
proposals; the latter would only result in the removal of 
much capital to other countries. The main recommenda- 
tion is to bring about “(1) an arbitrary reduction of the 
interest payable on the entire internal debt to a flat rate 
of 2 per cent and (2) the levying of a special surtax on 
high incomes.” The first is regarded as the measure of 
greatest importance. It is recognized that a reduction 
of interest rate to two per cent really means that the large 
number of holders of securities of the French government 
must “write off” from 60 to 70 per cent of the nominal 
value of these securities, but “the alternative is the gradual 
writing off of 100 per cent of the value of both 
government and private securities.” It is stated that “the 
ownership of government securities is more widely dis- 
tributed in France than in any other country.” The 
authors indicate that this is a way out but “whether the 
French government and the French people are willing to 
take it is another question. . .” Some light is thrown 
upon this in an illuminating chapter written by Dr. Louis 
Levine, a student of French economics and politics, on 
the economic and social groups in the country. Dr. Levine 
concludes that “because of divergent group interests and 
conflicting points of view, French finance is caught in the 
currents and cross-currents of French politics. As a 


result, group partisanship and political passion, combined 
with a natural disinclination to face hardships, have pre- 
vented the French people from realizing fully the serious- 
ness of their financial problem and from considering 


measures drastic enough to meet the exigencies of the 
situation. 

“The question in France now is whether the French 
people can rise above the level of their particularistic pre-. 
conceptions and preoccupations and face financial realitié 
with a new determination for bold and united action, 
There are signs that the acrimonious and bitter discus- 
sions of the last few months have done some good in this 
respect, but there is still a long way to go. It is for this 
reason that one cannot but agree with those Frenchmen 
who feel that France is passing through one of the most 
dramatic and fateful moments in her entire history.” 


The foreign debt problem is discussed in only the last 
two chapters—one comes to the end of the first ten feeling 
that there is little to be said about it until the internal 
situation in France is taken care of. The authors reject 
the proposal that the French debt to the United States 
can be settled on the same terms as that of Great Britain; 
they point out that the positions of the two countries are 
not comparable, Great Britain, unlike France, having “both 
a balanced budget and a balanced international trade and 
financial position.” The authors also reject the so-called 
reinvestment plan and merely insert the suggestions of 
others that the principles underlying the Dawes plan 
should be applied to the French debt settlement. They 
close by saying that they “do not here advocate the adop- 
tion of a Dawes plan for France.” The evident conclusion 
is that France can pay practically nothing on her foreign 
debt until her domestic debt burden is reduced, without 
disorganization of her financial structure, and that a 
breathing spell is necessary for making those changes. 


prevent any sudden change for the better in the economic, 
position of the French people. , 


The final chapter discusses factors which will probably 


Symposium on Economic Cooperation 


The editor of Cooperation, the organ of the Cooperative 
League of America, recently proposed to eight writers of 
varied interests that they contribute their views on “why 
economic cooperation is not enough.” The aim of the 
editor was to assemble views on the shortcomings of the 
cooperative movement from those who were not so com- 
pletely “sold” on it as himself. The articles submitted, 
which were published without any editorial comment, were 
directed mainly to those identified with consumers’ co- 
operation, of which the Cooperative League is the educa- 
tional organization in the United States. 

In the first article Harry Kelly, speaking as a philosoph- 
ical anarchist, argues that cooperation cannot provide a 
complete solution for the world’s problems since it is 
purely an economic movement and not concerned with 
the other aspects of life. Its strongest factor is, he thinks, 
“the fact that it is based upon voluntary association and 
neither asks nor expects assistance from the state.” Its 
weakest point is due to the fact that its members belong 
to all groups of society. Consequently its activities must 
be suited to the largest and most conservative group and 
are “as often as not on a plane that stimulates the acquisi- 
tive instinct.” 


Speaking as a Socialist, Daniel W. Hoan argues that 
the trade union movement, the cooperative movement and 
the socialist movement should all work together to pro™ 
mote working-class solidarity. All three movements are 
fought by the same enemies and no one of the three is 
powerful enough to accomplish its purpose alone. 


The Communist objection to cooperation is voiced by 


( 
( 


b 
| 
Cc 
e 
f 
I 
I 
I 
f 
\ 
t 
s 
I 
I 
J 

2 


action, 
discus- 
1 in this 
for this 
nchmen 
he most 


the last 
| feeling 
internal 
reject 
1 States 
Britain; 
ries are 
ig “both 
ade and 
tions of 
es_plan 
. They 
1e adop- 
nclusion 
foreign 
without 
that a 
changes. 
probably 


ation 


yperative 
riters of 
on “why 
1 of the 
of the 
so com- 
ibmitted, 
nt, were 
1ers’ CO- 
e educa- 


hilosoph- 
rovide a 
ice it is 
with 
e thinks, 
tion and 
te.” Its 
's belong 
‘ies must 
roup and 
acquisi- 


rues that 


nent and 
‘to 
are 


three is 


oiced by 


Earl L. Browder who regrets that “the cooperative move- 
ment is largely dominated by middle-class ideas.” He 
believes that cooperation can help working-class emanci- 
ation if “the philosophy of class collaboration is driven 
t and destroyed.” He urges revolutionary workers to 
work toward this ideal within the cooperative movement. 

Sidney A. Reeve argues that social events cannot be 
guided by man’s will. Cooperation will be helpful when 
commercialism collapses, as he predicts it will. The great- 
est need, he believes, is a “clear-eyed, passive faith in the 
wisdom and benefactions with which the vast subconscious 
forces of the universe guide for man his con- 
structive social evolution.” 

Benjamin C. Marsh argues that if cooperators are to 
receive the full benefit of cooperation the single tax must 
be adopted. Producers’ cooperation has given the pro- 
ducers increased prices though it has not increased out- 
put. A very unfortunate result, Mr. Marsh thinks, has 
been the “orgy of speculation in farm land.” In general, 
he feels that cooperation merely results in more money 
for the land-owner. 

A very different angle is presented by Professor Thomas 
N. Carver, who discusses cooperation from the capitalist 
viewpoint. Professor Carver considers that the coopera- 


tive form of organization is most successful in small © 


societies where “the real difficulty is to hold the 
patrons.” Where the greatest problem is to secure sufh- 
cient capital and expert management the joint-stock cor- 
poration is more successful. Professor Carver feels that 
the “one man one vote” system “is neither ethical nor 
just,” when some individuals are contributing much more 
capital than others. The diffusion of popular ownership 
in joint stock organizations provides, he thinks, a more 
ly cooperative plan than cooperation as it is now 
veloped. 

In the final article of the series Benson Y. Landis of 
the Federal Council of Churches presents the viewpoint 
of religious leaders with whom he has had contacts. He 
gives three reasons for considering that “cooperation is 
not enough.” 1. No one organization can be sufficient 
for all human activities. 2. A study of farmers’ coopera- 
tive marketing and consumers’ associations leads to the 
conclusion that economic success in such enterprises does 
not necessarily mean desirable social effects as well. 3. 
“Spiritual development implies conflict as well as coopera- 
tion. Even in the cooperative commonwealth .. . 
there will be need for the nonconforming individual who 
will challenge certain social standards and force changes.” 


Facts About Coal 


The following summary of findings of the U. S. Coal 

oa is contained in Edward T. Devine’s Coal 
p. 413): 

“The Commission finds that the coal industry should 
be regulated by the federal government, but not national- 
ized; that it is now functioning badly, but that it can best 
be reorganized from within; that private and corporate 
responsibility should be increased rather than destroyed 
or undermined ; that companies and operations should be 
consolidated, but under public supervision ; that the public 
needs official and up-to-date information about the cost 

mining and transporting coal, but that with such in- 

tmation and such regulation consumers can and should 
ook after their own interests; that there is monopoly and 
profiteering, especially in the anthracite industry, and that 
the remedy for them is taxation and regulation by the 
government, the use of substitutes by consumers; that the 
outstanding evil in the bituminous coal industry is over- 
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development, with the resulting irregularity of operation 
and the short working year for miners, and that remedies 
for this are storage, selling on contracts, and such con- 
solidations, under public supervision, as will make for 
stabilization; that freight rates are in need of thorough 
overhauling, and that the Interstate Commerce Commis- 
sion has power to undertake this on its own initiative; 
that miners should be free to organize into unions for col- 
lective bargaining, but that the United Mine Workers will 
not get the support which it needs in public opinion for 
the unionization of the present non-union territory unless 
it is ready to settle even the gravest questions, even the 
terms on which an expiring wage contract is to be re- 
newed, without resort to economic force; that neither com- 
pulsory unionization of the non-union mines nor the use 
of force to prevent unionization is justified. 

“The Commission recommended the creation of a divi- 
sion in the Interstate Commerce Commission for the 
exercise of the regulatory power which it believed to be 
a proper function of the federal government; a system of 
licenses as a condition of shipping coal in interstate com- 
merce; the systematic collection and dissemination of 
information ; differential taxation of royalties and profits; 
and a revision of freight rates.” 


The League At Work 


A comprehensive survey of the work of the League 
of Nations since its organization is given in the 1925 
Yearbook of the League of Nations, recently issued 
by the World Peace Foundation. The Yearbook in- 
cludes a description of the organization of the League, 
its work, its duties under the treaties, organizations 
associated with the League, the text of the Covenant 
and of the Geneva Protocol, and the list of national 
representatives at Geneva. 

‘The work of the “technical organizations” for the 
study of special fields of international] relations has 
resulted in 27 international conventions which are 
already in force and 17 which have been ratified by 
some countries but still await the signatures of others. 
These treaties cover a wide variety of subjects from 
the World Court protocol to identity certificates for 
Armenian and Russian refugees. Nine draft conven- 
tions drawn up by the technical organizations or their 
experts have also been recommended to the League of 
Nations for action. 

‘Lhe work of the League may be classified under 
four heads: direct and voiuntary relations with states; 
duties under the Covenant; the cooperation of states 
under the Covenant, and duties under treaties. An 
important part of the League’s work in dealing directly 
with states is the peaceable settlement of disputes. 

Among the disputes brought before it are the 
Swedish-Finnish dispute over the Aaland Islands, the 
boundary dispute between Poland and Lithuania, the 
administration of Upper Silesia, the Albanian-Jugoslav 
boundary dispute, the question of Czecho-Slovak-Polish 
frontier, the Greco-Italian dispute which led to the Italian 
occupation of Corfu, the administration of the territory. 
of Memel, the question of autonomy for the Finns of 
Eastern Carelia, the frontier between Iraq and Turkey. 
In most of these cases the decision of the Council of 
the League was accepted. The Greco-Italian dispute 
was settled through the Conference of Ambassadors 
instead of the Council of the League. The Iraq ques- 
tion is not yet settled. Another part of the League’s 
work in direct relation with individual states is the 
registration of treaties entered into by members of 
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the League of Nations. These are also published in 
a Treaty Series, which has now reached thirty-two 
volumes. 

The work of the League of Nations in regard to 
disarmament has resulted in the appointment of several 
committees to study special aspects of the problem; 
the convention (not yet in force) for the control of 
international trade in armaments; the protocol forbid- 
ding chemical and bacterial warfare which was adopted 
by the Conference on International Trade in Arms, 
Munitions and Implements of War; the investigation 
of the extent to which Germany, Austria, Bulgaria 
and Hungary have disarmed according to the peace 
treaties; and the Geneva Protocol. 

The Permanent Mandates Commission has studied 
closely the work of the mandatory powers in relation 
to a wide variety of questions. Its meetings are 
described as “increasingly searching inquisitions” into 
the administration of the mandates. 

Special organizations of the League of Nations 
discuss public health questions which are of inter- 
national interest, international financial problems, 
questions of communication and transit between states, 
intellectual cooperation, white slave traffic, narcotics, 
etc. Among the subjects specially studied by the 
Health Organization are epidemics in Eastern Europe, 
the standardization of serological and biological prod- 
ucts, cancer, public health training, tropical diseases, 
quarantine clearance of ships, comparability of vital 
statistics, etc. 

In addition to working on the financial reconstruc- 
tion of Austria and Hungary, and the problems of 
Greek refugee settlement, the Economic and Finan- 
cial Commission has studied the financial position of 
the Free City of Danzig, the financial situation of 
Esthonia, the problem of double taxation and evasion, 
customs, statistics, trade prohibition, equitable treat- 
ment of foreign nationals, economic crises, etc. The 
work of the Committee on Communications and 
Transit has resulted in the adoption of a number of 
conventions relating to the simplification of passports 
between a number of states, the study of maritime 
ports, inland navigation, electric questions, roads, etc. 

The protection of minorities in various countries is 
also entrusted to the League of Nations. In this con- 
nection a number of treaties have been adopted. The 
League also administers the Saar Basin (except the 
mines) and the Free City of Danzig. 


Failure of Grain Marketing Company 


The failure of the attempt to launch a gigantic 
farmers’ grain marketing company (described in 
INFORMATION SERVICE of October 18, 1924, under title 
of Short-Cut Cooperative Marketing) has caused few 
regrets in the agricultural press. The attempt to form 
a merger of the large grain brokerage houses and sell 
out to a farmers’ cooperative was opposed by so many 
papers and farmers’ organizations that the sale of stock 
met with little response from mid-western farmers. 
The opposition dealt mainly upon contentions that 
the plan was really not cooperative, that its beginnings 
were not among farmers and that the companies offering 
to sell out had established no records of friendliness 
to the farmers’ interests. 

Officers of the national farm bureau have now spon- 
sored two unsuccessful attempts to form a central 


grain marketing agency to serve individual farmers 
and the local grain shipping societies, the first having 
been launched in 1921 under the name of United States 
Grain Growers. Cooperative grain marketing is thu 

without integration, and such a step looks especially 
difficult in view of existing diverse organizations scate 
tered through widely separated regions. The spur of 
economic necessity among the farmers has apparently 
not been sufficient to bring unification, though rival 
leadership has also been a big factor in preventing it. . 


Disciple Ministers on War 


In the September 5 issue of the SERVICE we published 
a “Peace Questionnaire” which was sent to 2,600 min- 
isters of the Disciples of Christ. Some 300 returned 
answers. Not every one voted on every question, but 
the notations showed careful thinking. Here is the 
way they voted. 

1. Do you believe in military preparedness as a 
means of maintaining peace? Yes: 22. No: 270. 

2. Do you favor reduction in armaments by the 
U. S. even if other nations do not keep pace with 
our reductions? Yes: 260. No: 35. 

3. Do you favor entrance of U. S. into the World 


Court? Yes: 245. No: 12. 


4. Do you favor entrance of U. S. into the League 
of Nations, with such reservations as will protect us 
from European entanglements, from any war not of 
our own making, and with provisions for the outlawry 
of war? Yes: 225. No: 55 

5. Do you favor the Borah proposals to scrap the 
League, set up a Court, codify international law, and 


(Of this 61 about one-fourth voted yes on 4 al 
favoring 5 as second choice.) 

6. Do you believe the individual has the right to 
follow his conscience when war comes, whether it 
takes him into the army or leads him to refuse to take 
up arms? Yes: 240. No: 39. 

7. Do you believe it may be right to take up arms in 
defense of justice, of the oppressed or to repel an 
invader? Yes: 243. No: 24. 

8. Do you take the absolutist position that you could 
not fight in any war, no difference what the cause? 
Yes: 24. No: 243. 

9. In what regards has your mind concerning war 
and peace been changed since the Great War? More 
against war: 194. No change: 32. 

(These 32 say: “Always against war.’’) 


outlaw war? Yes: 61. No: 208. 3 


Christian Standards of Investment 


A study of the Christian use of wealth was presented 
at the Manchester, England, regional Copec conference 
this summer, according to the Christian Science Monitor 
for August 6. Among the suggestions considered by the 
group making the study were a committee to recommend 
investments which would meet Christian standards, the 
creation of a public utility society, the foundation of a 
Copec trust “which would guarantee that the money in- 
vested in it would be well spent,” etc. The group felt 
that none of these recommendations could be carried 
without a Copec bank in order to “Christianize credi 
If such a bank were to be established it would be neces 
sary to observe four main principles: greater publicity for 
accounts; restriction of profits; control of the bank’s 
policy by the shareholders ; public oversight of officials. 
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